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TUESDAY, JANUARY 22, 1957 


Unitep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON SMALL BUSINESS, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 10:05 a. m., Senator Joseph S. Clark (chairman of the 
subcommittee) presiding. 

Present: Senators Clark, Robertson, Sparkman, Lausche, and Beall. 

Senator CLark. The committee will come to order. 

The purpose of this hearing is to obtain testimony on the bill, S. 637, 
which I introduced at the request of the Administration on January 
17, 1957. I am hopeful that this hearing will develop information 
concerning the present condition of the business loan fund, the cir- 
cumstances which caused the impending exhaustion of the existing 
authorization, and the bases for estimates that $65 million is an appro- 
priate amount to continue operations for the remainder of the current 
fiscal year. 

Although I have no desire to limit the scope of information which 
may be presented by witnesses or which may be the subject of ques- 
tioning by other members of the committee, I think we should em- 
phasize that this is a limited and emergency matter and that this 
committee will have an opportunity at a later date to consider at 
some length—and I hope rather exhaustively—the long-range future 
of the Small Business Administration. 

Mr. Barnes, the Administrator of the Small Business Administra- 
tion, has informed the committee that the balance of the business 
loan fund is expected to be fully committed by February 1957, and 
that unless this bill or some similar legislation is promptly enacted 
by the Congress there will have to be a halt called to the making of 
further business loans. In my judgment, therefore, we should con- 
sider at this hearing primarily the emergency increase in the business 
loan fund, how the Administrator arrived at the figure of $65 million, 
and is it enough or too much. 

Having taken testimony in that regard, if other members of the 
committee would care to delve more deeply, I would, of course, be 
content. 

At this point I would like to place in the record the letter of Janu- 
ary 11, 1957, to Senator Fulbright, the chairman of the Committee 
on Banking and Currency, from Mr. Barnes, the Administrator of 
the Small Business Administration, in which he states, very briefly, 
his case. 

I will also place in the record a copy of bill S. 637. 

(The letter and bill referred to follow:) 
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SMALL BusINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., January 11, 1957. 
Hon. J. W. Fuuspriaut, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Senator Fursrtcat: During the hearings in January 1956, before the 
Subcommittee on Sma)) Business, on various bills proposing an increase in the 
limitation of $25 million on disaster loans outstanding, I indicated that the 
$150 million limitation on business loans outstanding as provided bv section 204 
of the Small Business Act of 1953, (Public Law 163, 83d Cong., Ist sess.), as 
amended, probably would be adequate through June 30, 1957. 

In making this estimate, I was guided largely by our past trends which reflected 
business loan application increases in the spring months and a drop back in the 
summer and fallmonths. While the spring increase occurred in 1956, the expected 
decrease after the spring rise did not develop. In fact. business loan applications 
reached an all-time high of 692 in October and have continued in excess of 600 
sinee October. The following tabulation reflects this unprecedented demand for 
business loans. 


Applications Loans 
received approved 
July-December 1955 average . 250 104 
January-June 1956 average 430 215 
July 1956 406 198 
August 439 229 
September ‘ 512 201 
October 692 323 
November 685 304 
December 603 345 


Consequently, the balance of the business loan limitation as of December 31, 
1956, has been reduced to $12.9 million, and this amount is expected to be fully 
committed in February 1957. With normal spring increases in applications ex- 
pected and the unlikely prospect of the credit situation improving in the next few 
months with respect to small business, it is estimated that loan applications will 
average at least 700 per month for the balance of the fiscal year. I am, therefore, 
recommending to the Congress to increase the present legislative limitation on 
business loans outstanding from $150 million to $215 million. This amount is 
estimated to be sufficient for loan approvals through June 30, 1957. The Bureau 
of the Budget has advised that this amendment is in accord with the President’s 
program. 

Of the $125 million on disaster loans outstanding, about $83 million remain 
available as of December 31, 1956, and it is estimated that this amount will be 
adequate for the balance of the fiscal year. 

In conjunction with the request for an increase in the business loan limitation, 
we have also requested a supplemental appropriation for the revolving fund, and 
authority to transfer additional funds from the revolving fund to the appropria- 
priation for salaries and expenses in order to provide additional staff for the in- 
creased workload. 

Early approval by the Congress will be necessary to permit the agency to con- 
tinue approving loans. We will be pleased to provide any additional information 
you may need in connection with the requests outlined in this letter. 

Sincerely yours, 
: WeNDELL B. Barnes, Administrator. 


IS. 637, 85th Cong., Ist sess.] 


A BILL To amend the Small Business Act of 1953 to increase the amount available thereunder 
for business loans 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the fifth sentence of section 204 (b) of the 
Small Business Act of 1953 is amended to read as follows: ‘‘Not to exceed an 
aggregate of $215,000,000 shall be outstanding at any one time for the purposes 
enumerated in section 207 (a).”’ 
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Sec. 2. Section 204 (b) of such Act is further amended by striking out 
“*$375,000,000"’ each place it appears and inserting in lieu thereof “$440,000,000", 
Senator CLark. Mr. Barnes, at this point I would like to ask you 
if you will make your statement and then we will, if you do not mind, 
interrupt you as you go along from time to time, and see if we. can 
1 1 ° 
get on the record the present status of the SBA. 1 think perhaps, for 
the benefit of Senator Lausche and miyse If as new members of this 
committee, you might be willing to give us a little imitial backgronpd 


as to how we got w Ae ‘re we are today. 


STATEMENT OF WENDELL B. BARNES, ADMINISTRATOR; ACCOM- 


PANIED BY W. NORBERT ENGLES, DEPUTY ADMINISTRATOR; 
DONALD A. HIPKINS, DEPUTY ADMINISTRATOR; ROBERT 


H. MONTGOMERY, DEPUTY ADMINISTRATOR; JULES ABELS, 
DIRECTOR, OFFICE OF ECONOMIC ADVISER; PHILIP McCALLUM, 
GENERAL COUNSEL; KEITH L. HANNA, CONTROLLER, SMALL 
BUSINESS ADMINISTRATION 


Mr. Barnes. Mr. Chairman and gentlemen, my name is Wendell 
Barnes. I am Administrator of the Small Business Administration, 
I desire to make a brief statement directed almost exclusively to the 
bill under consideration, and I will, of course, be willing to answer any 
other questions; but my presentation this morning is not the entire 
background of the agency, but merely this situation that occasioned 
mv letter and this bill. 

Very briefly, as you know, the Small Business Administration was 
created by act of Congress in 1958. It has a revolving fund to which 
appropriations are made and from which loans are authorized, and 
back into which payments are made. 

There is in the legislation an authorized limit beyond which we 
cannot go in the making of loans, and a total which we must remain 
beneath in having loans outstanding, or commitments. That amount 
was raised a year ago, relating particularly to disaster loans. 

This present situation, however, relates to the business-loan author- 
ization. 

In order to permit the Small Business Administration to continue 
approving loans to worthy small-business concerns, we are requesting 
an increase in the legislative limitation on business loans outstanding 
from $150 million to $215 million. The demand for SBA financial 
assistance has continued to increase to the point where, once again, 
this agency has loaned nearly all the money the Congress has granted 
it for loans. 

Senator CLark. Could I interrupt to ask you if I am correct in my 
assumption that, having gotten this increase in authorization, assum- 
ing you get it, you still have to go to the Appropriations Committee 
to get the money to loan? 

Mr. Barnes. I have to go to the Appropriations Committee to get 
the actual funds. This in effect merely relates—— 

Senator CLtark. To the authorization. 

Mr. Barnes. To the amount of funds we may have outstanding 
and committed as loans, but it does not carry an appropriation 
with i 








4 LOAN AUTHORITY FOR SMALL BUSINESS ADMINISTRATION 


Furthermore, our estimates are all based only on the next 6 months, 
because under the basic legislation the agency expires as of the end 
of June, June 30, or perhaps July 31, and until Congress has acted 
on other basic legislation we cannot ask for appropriations beyond 
the end of this fiscal year. 

Senator Cuiark. If this bill should pass, do you have to go back 
to the Appropriations Committee or are you all right on appropri- 
ations? 

Mr. Barnes. No, sir. We have to go back to the Appropriations 
Committee and hearings have been set. 

Senator CLtark. How much are you asking for in additional appro- 
priations? 

Mr. Barnes. $50 million in appropriations. 

Senator CLark. Why are you asking for less in appropriations than 
you are in authorization? 

Mr. Barnes. First because the appropriation covers disaster loans 
as well as business loans, and, second— 

Senator CLark. Mr. Barnes, why do you not ask your assistant to 
identify himself and move up, so it will be more convenient for you? 

Mr. Barnes. I would like to identify Mr. Keith Hanna, Controller 
of the Small Business Administration. Mr. Hanna will answer that 
question. 

Mr. Hanna. The appropriations to the revolving fund cover both 
the disaster as well as the business-loan program. Secondly, we 
commit against the revolving fund only 15 percent of the amount 
of deferred participation loans which are approved, in recognition of 
the sahabibey that only a small percentage of those will ever be 
called for by the bank or other participating institution. That is 
one of the major reasons. 

The other one is that we are asking for a reserve margin of $12.4 
million in commitment authority, the loan authorization; whereas 
we are asking for a reserve of about $5 million in appropriations. 

Senator CiarK. How about the policies of the President? Are 
there any restrictions from the executive branch on the amount which 
you may ask for in terms of appropriations, which may tend to reduce 
the amount which Congress authorizes you to loan? 

Mr. Barnes. No. Other than our request must clear through the 
Bureau of the Budget as any other appropriation request, and we 
have made the best estimate possible based on the current situation. 
We believe this amount will be adequate to take care of the needs 
during the next 6-month period. 

Senator CLark. But to recapitulate, you want increased authoriza- 
tion of $65 million, but only increased appropriations of $50 million. 

Mr. Barnes. I might enlarge on what Mr. Hanna said. Yes, sir. 
When we approve a deferred participation loan, the bank that par- 
ticipates puts up all of the money, and we merely enter into a con- 
tract with them to buy an agreed portion of the loan at some future 
time, if called upon. 

Our past experience has indicated that avery small percentage of 
the banks call upon us to buy their share of the loans. So we have 
felt, and we have consulted with congressional committees and with 
the Bureau of the Budget, that it was not essential to have in being 
a fund that matched dollar for dollar the share we might be called 
upon. So we make a reserve of some 15 percent of the potential 
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liability under our agreements with banks, and that’s why it is not 
necessary to have an appropriation as large as the actual authoriza- 
tion. 

Senator Cuark. See if I state it correctly: The charge in a partic- 
ipation loan goes against your authorization. 

Mr. Barnes. Yes, sir. 

Senator CuarK. But not against your appropriation, unless you 
are called upon by the bank to take it up. 

Mr. Barnes. Yes, sir. That is right, except as to 15 percent 
which we set aside as a kind of reserve. 

Senator CLark. Yes, sir. Senator Lausche. 

Senator Lauscue. That is because on the basis of past experience 
you have concluded that only $50 million of the $65 million will be 
called upon for actual participation as distinguished from deferred? 

Mr. Barnes. Yes, sir. The $50 million will cover all anticipated 
calls on deferred participation loans and all payments we might have 
to make on direct loans that we make. 

Senator CLark. Will you proceed, Mr. Barnes? 

Mr. Barnes. Yes, sir. 

Through December 31, 1956, SBA has approved 5,160 business loans 
for $235,750,000. 

When I appeared before this committee a year ago to request an 
increase in the agency’s disaster loan limitation, the $150 million 
limitation on business loans appeared to be adequate through June 30, 
1957. 

This estimate was based largely on experience during the first 2 
years of the Small Business Administration’s lending program. In 
each of those years, the volume of business loan applications rose in 
the spring, but then returned to a normal level in the summer and fall 
months. However, in 1956 this pattern did not hold true—the spring 
increase was followed not by a decline but by an almost steady rise in 
number of applications. In October, applications reached an all-time 
high of 692, followed by 685 in November, and 603 in December. 

This volume of business-loan requests is almost double the 350 
applications per month we had anticipated. 

Senator CLark. When you were before this committee on January 
16, 1956, Mr. Barnes, I believe you testified that a total authorization 
of $175 million for use in either disaster or business loans would be 
adequate to meet your needs through June 30, 1957. Is that right? 

Mr. Barnes. Yes, sir. 

Senator CLark. The legislation which was finally adopted gave you 
an authorization of $100 million more than that amount, 

Mr. Barnes. Yes, sir. 

Senator CLark. That extra amount is now expended and you want 
$65 million more? 

Mr. Barnes. Yes, sir. I beg your pardon. I want to correct your 
statement in one regard. 

The $100 million that was provided for was for the disaster loans 
only. There was not any increase in the business loans or in the 
amount we might have committed for business loans. 

Senator CLtark. The two funds were not merged as you had 
recommended? 
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Mr. Barnes. That is right. This volume of business loan requests 
is almost double the 350 applies ations per month we had anticipated, 
and had provided for in the agency’s budget for the current fiscal year. 

one rise in applications apparently is due to several factors: 

The present high level of business activity with higher prices 
i inventories and higher wages, along with a recordbreaking capital 
goods expansion, has resulted in an enormous demand for credit. 
Bank credit has expanded in order to meet the demand, but the 
volume of Joan applications coming to the Small Business Adminis- 
tration continues at a higher level. 

The popularity of the Small Business Administration’s limited 
loan participation plan, under which we will join with a bank in a loan 
to a small firm up to a maximum of $15,000 in Government funds, or 
75 percent of the loan, whichever is the smaller. This plan was 
begun a little more than a year ago, and is especially designed to meet 
the credit needs of small retail, wholesale, and service firms. Cur- 
rently, about 22 percent of the business loan applications filed with 
the agency are for loans of this type. 

3. Within recent months the Small Business Administration’s 
Loan Policy Board has extended loan eligibility to certain types of 
firms which previously were excluded from the loan program, such as 
privately owned hospitals and nursing homes which are operated for 
profit, and motion picture theaters. 

4. Another tremendously important factor in the heightened loan 
activity is the fact that the banks are steadily growing better ac- 
quainted with the SBA’s programs and services, and are calling upon 
it to help with the credit needs of the small firms they serve. On a 
cumulative basis through last June 30, banks had participated in 68.6 
percent of the loans approved by the agency. That is, from the 
time of its creation until last June 30. 

During the first half of this fiscal year their participation has been 
even greater, they have shared in more than 72 percent of our approved 
loans. 

In this connnction, I might point out two changes in the partici- 
pation loan program resulting from the present credit situation. First, 
the number of banks asking the agency to participate in loans on an 
immediate basis, rather than on a deferred basis, is increasing. 

May I interpolate here by saying that in the immediate participa- 
tion loan, as contrasted with the deferred participations which I 
described a minute ago, the Small Business Administration and the 
bank both put up money at the same time at the start of a loan. 
Thus there is an immediate demand for funds that is not present when 
there is a deferred participation loan. 

Secondly, there has been a slight increase in requests from banks 
for the agency to purchase its share of disbursed deferred participa- 
tion loans. Although these trends do not affect the balance of our 
legislative loan limitation, they do mean a quickened demand upon 
the agency’s loan re row ing fund. 

As of Dee ember 31, 1956, the balance ot the SBA’s business loan 
limitation had been si to $12.9 million. At the present rate of 
loan approvals, this amount will be fully committed early in February. 

Senator CLtark. Mr. Barnes, could I ask you this: I note in your 
explanation of the reason for the increase in applications that you do 
not put any stress on the possibility that small businesses have been 
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unable to get adequate credit elsewhere. I wonder if you believe that 
is a factor? 

Mr. Barnes. If you please, may we go into that at the conclusion 
of this statement? I think what | said earlier in my statement bears 
on that point. I have figures showing here the increased amount of 
credit advanced by banks and private lending institutions and the 
reasons I have been enumerating are the ones | think pertain directly 
to the demands on us. 

Senator CLark. If you prefer to take ut up later, it is quite agree- 
able to me. 

Senator Rospertson. | would like to ask a question. I will not 
be able to stay for the full hearing, so I would like to inquire now. 

When we had under consideration the operations of the RFC, our 
records show that we made some money on the big loans, but lost a 
lot of money on the small loans. In the light of that record, I was a 
little uneasy when we established your administration, limiting you 
to small loans, as to what the expense would be. Also whether in ad- 
ministration and examination of small loan applications, with the 
losses you would inevitably have to take on some, you would find that 
it would make it an expensive undertaking. What has been the 
record on that so far? 

Myr. Barnes. Senator, I rely on your memory rather than mine, 
but my impression was it was the other way: That RFC really lost 
their greatest funds on their larger loans. With our situation, of 
course, this program is about three and a half vears old—— 

Senator RosertTson. Just a minute oa the RFC. Of course, the 
big total on losses was all on several big loans. For example, they 
had to write off a part of the cost of the B. & O. loan. I think we 
we finally made a good settlement, but the loss was a considerable 
amount of money. Iwas speaking of the cost of administration. 

Mr. Barnezs. I see. 

Senator Rospertrson. It costs as much to process a small loan ap- 
parently as a big one, and they found that the porcessing of small 
laons was very expensive. You were limited to small loans and I 
was just wondering what your experience was, and if you were making 
enough money on the good loans to take care of your losses? 

Mr. Barnes. I beg your pardon. I thought you were referring to 
actual bad loans. Our situation is we are not earning enough on the 
amount of loans we have outstanding to have the agency operate in 
the black for perhaps two reasons: In the first place, at least 50 percent 
of what the agency does does not in any way relate to lending. It 
is a complete service function. It is a directive from Congr ess to do 
things which will benefit small businesses, and there is not any income 
that we derive from that. 

Secondly, it is necessary to have a certain amount outstanding in 
loans in order to have an income that would pay a staff to service 
them. We have not reached that point yet and I cannot say definitely 
when we would reach that point. It is possible that if we have be- 
tween $250 million and $300 million we would have enough income 
to repay the cost of servicing and loaning money at that volume and 
seeing that the loans were safe. However, we have made some studies 
of what we would have to charge in order to have the agency not 
operate at a loss, and it would result in interest charges on the straight 
business loans of between 8% and 9 percent. 
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Congress itself placed a limitation on the amount we may charge 
as interest. Furthermore, we pay the Treasury interest on every 
dollar that we commit as a loan and withdraw from the Treasury. 
That charge, if I may say so, is not negligible. It has been as high 
as 2% percent at present. 

Senator Rosertson. Mr. Barnes, I want to assure you I am in 
sympathy with what you are doing. I am in sy mpathy with your 
request for more money. But as a business proposition, I would like 
the record to show what it is costing you to process a loan as against 
what it costs a private lender like a bank or insurance company that 
has to keep it on a sound basis—or else they go broke. 

You do not go broke as long as the Treasury is solvent, you see. 

Mr. Barnes. Yes, sir. 

Senator Ropertson. We would like to know, when we are aiding 
small business, stepping in where the banks and insurance companies 
fear to tread, what it is costing us. We are willing to put some subsidy 
in this, but we do not want to put in the kind of subsidy such as the 
operation in Iran in foreign aid, where’ we were to put in $30 or $40 
or $50 million for a high dam. 

Senator CLark. Will you furnish the information for Senator 
Robertson at a later time? I believe you had a request for similar 
information in the 1955 hearings. 

Mr. Barnes. Yes. I want to say to the committee that I am sure 
it costs us more than it does a bank or a private lender to make a 
loan. I am sure of that for this reason: that the banks ordinarily 
have credit information available and in their files on the borrowers, 
and their regular customers of theirs. Our loan program is more like 
that of an insurance company, where they are not regular customers. 
We have no information and we have to develop the full credit back- 
ground and operate over an extremely wide area and territory, from 
Alaska to Puerto Rico. So it is not possible to achieve some of the 
economies that of course you could in a private lending institution, 
where you are dealing from day to day with the borrower, and you 
have their full records there. 

Senator Lauscur. Apart from these factors which you have just 
described as contributing to the increased cost of operation, what 
other factors might there be that require vou, according to your 
study, to charge between 8% and 9 percent to break even? 

Mr. Barnes. Well, of course—— 

Senator Lauscur. Let me make it clear. You have described the 
additional work you have. 

Mr. BaRNEs. Yes, sir. 

Senator Lauscnr. You made mention of the interest which you 
paid. 

Mr. Barnes. Yes, sir. 

Senator Lauscue. Outside of this additional work, what other 
factors are in existence that have brought your study to the point 
where you say that you would have to charge between 8 and 9 per- 
cent to break even? 

Mr. Barnes. The others would be details in making loans, such as 
the fact that in order to make some types of appraisals at a distance 
from our office it involves travel expense. We have 40 offices, but it 
may be that the borrower lives a couple of hundred miles or so from 
an Office, and these are expenses that normally are not borne by a 
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private lender, and it would be uneconomic for us to have offices in 
every community in the country. We try to get around that as far 
as we can by the encourage ment of partic ipation loans. 

To the extent that we can get a bank to participate we can obtain 
credit information from them, and we can place reliance on their 
appraisals of some types of collateral at least, and some we go outside 
for. It requires us to have less pople on our payroll, which would 
tend to increase these costs if we did not do that. 

Senator LauscHe. You have to pardon me. Iam not familiar with 
all of these operations. ‘This is for information. What type of loans 
do you have? You have the deferred participation loans. What 
else is there? 

Mr. Barnes. We have deferred participations and immediate par- 
ticipations and direct loans. ‘The limited local participation plan is 
a subtype of the participation loans. The law provides that we must 
ascertain first if the borrower can obtain the funds applied for from 
his own resources, or from other lenders outside of Government, If 
he can and if it shows in his financial statement that there is reason 
to believe that he can, then we are not supposed to make the loans. 

Senator Lauscur. But you do make loans in which you are the 
only lender? 

Mr. Barnes. That is right. But before we can, we have to 
ascertain, first, if he can get the funds from his own resources and, 
second, if a deferred participation is available. Then, if a participa- 
tion is not available we may approve a direct loan 

Senator CLark. On these deferred participation loans, Mr. Barnes, 
you have to do a good deal of work, do you not? 

Mr. Barnes. Yes, sir. 

Senator CLARK. You do not get any money in, do you? 

Mr. Barnes. No, sir. I beg your pardon. We make a charge. 
a small charge, for having a participation. It is a sliding scale charge, 
running from about three-quarters of 1 percent up to 2 percent. 

Senator CLtark. But that charge does not cover your expenses, 
does it? 

Mr. Barnes. No, sir, it does not. 

Senator CLark. Who pays that charge? 

Mr. Barnes. It is deducted by the bank from the interest it 
collects from the borrower and is paid to us as a fee we charge the 
bank. 

Senator CLark. But it does not affect the interest rate that the 
bank charges? 

Mr. Barnes. No, sir. 

Senator CLark. It does not? 

Mr. Barnes. No, sir. 

Senator CLARK. You are clear on that? 

Mr. Barnes. I feel certain it does not. Another element—going 
into my answer to Senator Lausche is the fact that on disaster loans 
our loan limit is 3 percent. That is the most we can charge. We have 
had a number of serious disasters in the past 18 months or 2 years, 
and with our incomes from those, I mean, with our payment to the 
Treasury of 2% percent or 2% percent—and it has been in that area- 
obviously there is not much of a cushion within which we may operate. 

Senator CLark. Mr. Barnes, are not these deferred participation 
loans on the whole more expensive for you to administer than the 
direct loans? 
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Mr. Barnes. No, sir. It is more work in making a direct loan and, 
of course, there is considerably more administrative work in servicing 
the loan. 

Senator CLarKk. But you get some income from them? 

Mr. Barnes. We get some income from them. In the participation 
loans the bank furnishes a considerable amount of information at the 
time the application is made, and then the bank makes and services 
the loan. There are a few participation loans that we also service. 
But I am sure in 99 percent or more cases the bank collects the money 
and makes or remits to us the participation charges on a monthly 
basis; but usually on a quarterly basis it makes a report as to the 
actual condition of the loan itself, so that we have comparatively few 
bookkeeping entries and comparatively little work unless the loan 
gets in liquidation, or something of that sort. 

On the direct loans we have to do all of the work from the time the 
loan application is filed until it is finally collected, or even if it gets in 
liquidation we have to— 

Senator CLarkx. The bank absorbs all of your fee out of normal 
interest charges to the borrower and does not increase the rate by 
reason of the fact that it has to pay vou the fee? 

Mr. Barnzs. [ think not. That isa broad statement, if I said that 
for the whole country, because there are many types of banks. 

Senator CLark. In general. 

Mr. Barnes. ! don’t believe so, because the limitation there of 
interest rates is that the bank may not charge more than 6 percent. 
It cannot charge more than 6 percent. That is the law. 

Senator CLark. One final question, Mr. Barnes, and I will let vou 
go back to your statement. 

Mr. Barngs. All right. 

Senator CLARK. You say you are paying the Treasury at the 
moment 2.7 percent for the money you borrow from them. What is 
the average interest rate you are receiving on your business loans? 

Mr. Barnes. On our business loans, of course, it is very close to 
6 percent. It is 5% percent, approximately. 

Senator SparkKMAN. I would like to ask a question, if I may. I am 
going to have to leave. I am sorry, because I would like to 
stay throughout the full discussion. 

Mr. Barnes, I think it is well to emphasize the point that you made 
a little while ago, that probably 50 percent of your expenditures are 
in the form of services. 

Mr. Barnes. Yes, sir. 

Senator SparKMAN. Which Congress directed you to give. You 
have the responsibility, do you not, of making examinations of 
facilities to determine whether or not they are eligible for defense 
contracts and things of that kind? 

Mr. Barnss. Yes, sir. 

Senator SpaRKMAN. You have to hire engineers and technicians 
and experts out in the field for that purpose? 

Mr. Barnes. Yes, sir. 

Senator SpARKMAN. Also are you not charged by law with giving 
managerial advice and helping them to stre ‘ngthen their own organi- 
zations? 

Mr. Barnes. Yes, sir. 

Senator SpARKMAN. Where they want it? 
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Mr. Barnes. Yes, sir. 

Senator SparKMAN. All of that is done without any allotment, or 
there is no division in the appropriations as far as those things are 
concerned? 

Mr. Barnes. None at all for that group of services. 

Senator SPARKMAN. So in calculating this matter of whether or not 
the loans are sustaining themselves, you would if you made such a 
calculation, in all fairness need to separate those items, would you not? 

Mr. Barnes. Yes, sir. 

Senator SpARKMAN. May I ask this question, growing out of what 
Senator Robertson asked vou, or collateral to that, rather: Of course, 
I realize that the experience is not alone with the Small Business 
Administration because you had predecessor organizations. You 
did inherit many loans, did you not? 

Mr. Barnes. Yes, sir. 

Senator SPARKMAN. You inherited the loans of the SDPA? 

Mr. Barnes. Not SDPA, but from the RFC. A number of RFC 
loans have been transferred to us for servicing and collection, but 
that is not involved in this discussion. 

Senator SpaRKMAN. No, but the statement was made that you 
inherited the SDPA loans that were outstanding. Did they not 
come to vou? 

Mr. Barnes. The SDPA loans were actually made by the RFC 
and are part of the RFC loans. 

Senator SpARKMAN. That is correct. The SDPA did the ground 
work and the investigating, and so forth? 

Mr. Barness. Yes, sir. 

Senator SparKMAN. And the RFC made the loans. Is that right? 

Mr. Barnes. Yes, sir. 

Senator SPpARKMAN. Your experience then has been rather brief and 
not too extensive, but on the basis of the loans you have made, what 
kind of a record have you had on the soundness of the loans to date? 

Mr. Barnes. Senator, out of the 3,600 business loans which have 
been disbursed and which the borrowers are repaying, there have been 
roughly 100 or 120 that have gone into liquidation. We have collat- 
eral to cover the potential loss of the Government in all except a very 
few loans. There have been perhaps a half a dozen loans, mostly 
involving cases where we have helped to finance a Government con- 
tract with a small contractor that needed credit and we advanced the 
funds to enable him to compete and enter into a Government contract. 
We have taken some losses there. 

As near as I can measure them offhand—and I will be glad to file a 
statement on the loans that have gone into liquidation and the losses 
if you desire them—our loss is less than $200,C06. That is what my 
estimate would be. 

Senator SpARKMAN. Out of a total of what? 

Mr. Barnes. Out of a total of over $200 million. 

Senator SPARKMAN. $235 million? 

Mr. Barnes. Which includes deferred participations. The actual 
Government funds involved are probably $126 million in the figure 
that I gave you of disbursed business loans now being repaid. 

Senator SpARKMAN. Could you give us some idea, even though it 
may only be an approximation, of those that are delinquent today? 

Mr. Barnes. On November 30 there were 60 loans that were 
delinquent in excess of 60 days. 
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Senator SpARKMAN. 60 loans? 

Mr. Barnes. Yes, sir. 

Senator SpARKMAN. For 60 days? 

Mr. Barnes. Yes, sir. 

Senator Lauscue. Are those separate from the 120 you just 
mentioned? 

Mr. Barnes, No, There is an additional 73 that are actually in 
liquidation. The 60 are problem loans—— 

Senator SPARKMAN. That you are working out? 

Mr. Barnes. Yes, sir. 

Senator SpaARKMAN. As I understand it, the 120—let us see if we 
get this right—— 

Mr. Barnes. The figure was based on my recollection of 73 and 60. 

Senator SpaRKMAN. Then it would be 133 if you combined the 2? 

Mr. Barnes. Yes, sir. 

Senator SPARKMAN,. But only about six, or half a dozen. as you said, 
have resulted in a loss? 

Mr. Barnes. That is right. 

Senator Sparkman. I would say this, Mr. Barnes: Of course, a lot 
of your loan applications come from companies that are feeling the 
pinch for one reason or another. They are in distress, a good many of 
them, when they make applications. 

Mr. Barnzs. I do not like to use the word “distress.” 

Senator SparKMAN. I do not either, but they need help. 

Mr. Barnes. Under the law under which I am operating they 
must have applied to a private lender. This I can tell you with 
complete certainty: That all of these loans have sought private 
funds and have been examined by private lenders, and they have 
either been unwilling to make the loan at all or have been unwilling 
to make it only as a participation. So this is the risky end of the 
lending business field. 

I do not think the record now is bad. It may some day be con- 
siderably worse. We are not far into the program. I mean, some of 
these loans are for 10 years and the average is about 5 years. I do 
not think there is any reason on the basis of the present figures to be 
concerned about the size of the losses. 

We intend to do considerably more work on these problem loans, 
but until the present that has not been a very big part of our opera- 
tions. It is just not large enough to engage a large staff. 

Senator SPARKMAN. Just this one other question and I will be 
through, Mr. Chairman. Congress must determine at this session of 
Congress whether or not to extend your agency. 

Mr. Barnes. Yes, sir. 

Senator SPARKMAN. It expires on June 30 this year or some time 
around there anyhow. Is that right? 

Mr. Barnes. It expires this summer. By reason of a legal quirk 
we are not sure whether it is June 30 or July 31, because you recall 
Congress extended it for 1 month. 

Senator SpARKMAN. And then extended it for 2 years. 

Mr. Barnzs. Yes, sir. So whether they meant June 30 or July 31 
is a matter of speculation. 

Senator SpARKMAN. Maybe we can act before the June 30 deadline 
so you will not have to decide that question. 

Mr. Barnes. Yes, sir. 
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Senator SpPARKMAN. We will do that when you, in due time, and I 
hope not too far away from now, submit to Congress recommendations 
as to the extension of the act. | assume you will include recommenda- 
tions that might serve to strengthen the program. 

Mr. Barnss. Yes, sir. And at that time recommendations for 
increased appropriation and for the size of the loan authorization—— 

Senator SPARKMAN. ©an be gone into fully? 

Mr. Barnes. Yes, sir. 

Senator Sparkman. [ have, Mr. Chairman, in fact, from the very 
beginning, tried to increase the maximum loan authority, and I still 
hope, Mr. Barnes, that vou will be prepared to discuss that before the 
committee when you do submit your program. 

I want to throw this out, not for any discussion, but the principal 
criticism | hear from people out in the field is on your policy of requir- 
ing collateral. I have had any number of small business men tell me 
that if they could furnish the collateral that is required they would 
not need the loan. J do not care about going into any discussion of 
it now, but [ just want to throw out that thought. 

1 am going to have to leave. J cannot stay through this, | am 
sorry to say. 

Mr. Baenss. Senator, the limited loan participation plan is one in 
which we have perhaps liberalized the requirements for collateral. 
We have been willing to accept the bank’s judgment. Thev have 
been able in some cases to take the signature of an aunt or uncle, or 
something of that sort, so it is not tanzible collateral that is required 
there. We go much further than the borrowers that talk to you in 
recognizing and accepting collateral. We have taken warehouse re- 
ceipts, and taken second mortgages, and done all kinds of things, to 
try to work out a loan; but the man who did not get a loan, of course, 
thinks it is only his collateral that we are critizing, whereas it may be 
in fact something entirely different. It may be likely his earnings 
record, or that his project and plan is not concrete enough. 

Senator SparkMAN. I would like to say that I am very strong for 
your participating in loans. As a matter of fact, I would like to see 
a program developed that would have practically all of your loans in 
a participation program. I realize you cannot get all of them. 

1 recall when the ageney was set up Secretary Humphrey himself, I 
believe, testified from right where you are that in developing as good 
a private lending program as we possibly could there would always 
be a field—and I think he gave the figure of 10 or 15 percent—that 
simply could not get a loan through any other lending method except 
by direct loans. 

Mr. Barnes. When we started, as you recall, about 55 to 60 per- 
cent of the loans were participation loans. That has gradually in- 
creased and the last figures were 72 percent. So we are getting near 
Secretary Humphrey’s figure, but not quite there yet. 

Senator Crark. Before you have to go, Senator Sparkman, the 
thing that gives me the greatest concern is whether $65 million will 
be enough, or whether we will be in a situation perhaps that during 
the spring these applications will continue and they will run out of 
money; that before the end of the fiscal year they will not have 
enough. Perhaps we can cover that in an executive session. 

Senator Sparkman. Off the record. 

(Discussion off the record.) 


87257—57—_—-3 
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Mr. Barnes. Mr. Chairman, may | mention a point that will throw 
some light on this? I hate to throw in another figure here, but the 
present request both with respect to our loan limitation and the 
appropriations will enable us actually to make some $83 million in 
loans during the next 6 months, due to this reserve factor and the fact 
that we get repayments. You see, this is a limitation on the fund, 
and we have loans being repaid in considerable amount every month. 
We have about $1,500,000 a month being repaid, so this considerably 
expands the amount of loans we can make. 

Senator Clark. Mr. Barnes, speaking only for myself—and I 
stress that—if you are willing to assure this subcommittee that this 
$65 million is all you are going to need for the remainder of this fiscal 
year and you will not have to tighten up your loan standards, and you 
will not run out of money before the end of the fiscal year, I must be 
content with your recommendation. I just want to be sure you are 
aware of that possibility that you may run out of money, or may have 
to tighten your loan standards, because as I see these figures they have 
been going up substantially from month to month. I do not know to 
what extent we had a special condition in the fall. 

Mr. Barnes. We left a cushion in case there is a change and made 
the best possible estimate. I have been wrong before in estimating 
how much is needed, but on the basis of all reasonable data I have 
tried to make an estimate for the future months. 

Senator CLark. Excuse me. But you are assuring this committee 
that $65 million is all you think you need for the balance of this 
fiscal year, and you will not have to cut your standards for making 
loans in order to have enough money to get you through the fise al 
year? 

Mr. Barnus. Yes, sir. 

Senator CLark. Thank you. 

Mr. Barnes. Even in the past, when sometimes our funds were 
exhausted, we did not change the standards under which we made 
the loans. What we did was process the loans and approve those 
that should be approved, the disaster loans, for instance, and have 
taken all action except the final approval which we put off until 
Congress could act. 

Senator CLARK. One more question. Did you ask the Budget for 
more than you got? 

Mr. Barnes. Not in the present sums. 

Senator CLark. Not on this bill? 

Mr. Barnes. No, sir. 

Senator CLark. All right. 

Senator Lauscur. Will you submit to the committee a tabulation 
of your experience as to the number of loans made, and the amounts 
involved, and the ones that are defunct and being liquidated, and 
those that are in trouble? 

Mr. Barnes. Yes, sir. 

(The information requested follows (data shown are as of December 
31, 1956, unless otherwise indicated): ) 
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Total SBA share 
amount | 


Total loans approved. - : 5, 160 $235, 749, 662 $195, 702, 420 
Net loans approved (net after deducting cancellations) - 4, 373 | 199, 888, 383 165, 616, 334 


Loans disbursed. . eau cu eamendtinaeed~2 45 ; | 153, 14, 798 126, 302, 270 


Amount disbursed by SBA..............0:..... gee (88, 236, 132)| eae 33 
Amount disbursed by banks-_. 5 te Baul _....| (64, 918, 666) 


Total Unpaid 
amount | principal 
disbursed balance 





Loans delinquent in excess of 60 days, as of Nov. 25, 1956__.___! j $2, 339, 658 $1, 855, 705 
Loans in liquidation, as of Nov. 25, 1956_........-.---.-22 2. | i 3, 495, 849 | 1 2, 529, 546 


SBA amount 


Loans charge d off: | 
Principal amount__. 7 : ‘ $70, 224 
Interest and other receivable.. ote L bod tde Sang 
arr 
| 


Total. 


1 Itis antic icipated that existing collateral w ill permit recovery of the greater portion of this unpaid princips pal 
balance. 


Number of business-loan applicalions received, fiscal years 1955, 1956, and 1957 to 
date 


1955 | 1956 | 1957 |! 1955 | 1956 | 1957 
to date | to date 


- 

| 
| | 
| 


| } | 
July... sabes | 296 205 | BL RODRUIAEY eicacigae da) ; 224 | Wi j..2 
August... 355 7 ar. 439 || March ; eye | 319 | 505 |-- 
September sagan 353 | $12 |} April.... ilo E Sita 230 419 
October. 3 386 | 22 2 || May......-.....-. 245 482 |_- 
November. a 246 : June. : 277 
December__...- ; 283 273 03 || —| ————- 
January booakel 204 | 7 |<. onl Total_- 3, 318 4, 081 i 3, 337 


Senator CLark. | am sorry to hold you up. Go right ahead, 
Mr. Barnes. 

Mr. Barnus. If, as seems likely, the normal spring increase in 
business-loan applications occurs, and the present credit situation 
remains unchanged, we estimate that business-loan applications to the 
agency will average at least 700 per month for the remainder of the 
fiscal year. At the present approval rate, these will result in about 
350 loan approvals per month, averaging $36,000 per loan, or approxi- 
mately $12.6 million in loan approvals each month. 

We therefore recommend to the Congress that the present legisla- 
tive limitation of SBA business loans outstanding be increased by 
$65 million, to a total of $215 million. This amount should be suffi- 
cient for business-loan approvals through June 30, 1957. We have 
made no recommendations concerning agency needs beyond that date, 
since Congress undoubtedly will study the legislative limitation on 
loans when considering extension of the agency. 

Of the $125 million legislative limitation on SBA disaster loans out- 
standing, about $83 million remained available as of December 31, 
1956. This amount should be adequate for the remainder of this 
fiscal year. 

Senator CLARK. Assuming no more disasters. 
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Mr. Baryveus. No more disasters. In conjunction with the request 
for an increase in the business-loan limitation, we also have asked the 
Congress for a supplemental appropriation for the agency’s loan re- 
volving fund, and authority to transfer additional sums from the 
revolving fund to the appropriation for “Salaries and expenses,’ 
in order to provide additional staff for the increased loan-application 
workload. 

Senator CLtark. Would you make it a little clearer? Iam not sure 
what that means. Is that what you are going to the Appropriations 
Committee with? 

Mr. Barnes. Yes, sir; and we are requesting also authority to 
transfer some funds from the revolving fund to be used as the salaries 
and expenses. The reason is that we are presently approved, or our 
budget is presently approved, for us to provide a workload to process 
350 loans per month. 

Well, we have been processing an average of 600 to 700 loans per 
month for 6 to 8 months, and we have been doing that with a smaller 
staff than is required for that volume of work. We have, therefore, 
had to take some extraordinary measures. People have worked 
long hours and late, and in spite of everything we have done there is 
still a backlog building up of loan applications that we have not acted 
on vet. 

This is not an elastic system. We have so many people, and if the 
loan applications double we do not get additional people, until Con- 
gress approves them, to process these applications. 

Senator CiarKk. What is your present personnel strength, Mr. 
Barnes, both in the field and departmental? 

Mr. Barnes. Mr. Hanna will answer that. 

Mr. Hanna. We have 240 employed as of December 31 in Wash- 
ington, and 732 in the field, or a total of 972. That is as of January 18. 

Senator CLark. How does that compare with your personnel 
strength 1 year ago and 2 years ago? 

Mr. Hanna. That is approximately 300 greater than we had, I 
would say, about 2 years ago. That is an approximate figure. 

Senator CLtarkx. Thank you. 

Senator SparKMAN. At that time, of course, you had not really 
finished setting up your organization? 

Mr. Hanna. That is right. We just started. 

Senator SPARKMAN. Does that represent total strength in Wash- 
ington and in the field? 

Mr. Hanna. Yes, sir. 

Senator SparkKMAN. Regional offices and all? 

Mr. Hanna. Yes, sir. 

Mr. Barnes. We had better include the breakdown as to financial 
people and those on loan programs. 

Senator Cirark. Did you state for the record how many addition: il 
personnel you think you will need for the period of this fiscal year? 

Mr. Barnes. I did not. 

Senator CLark. Could you tell us that? 

Mr. Hanna. We asked for an increase of 282. 

Senator SPARKMAN. You mean in the new fiscal year—not this one? 

Mr. Hanna. For the supplemental. 

Senaior Sparkuin. In the supplemental? 

Mr. ewes . Yes, sir. We would go from a total of 946 authorized 
strength under the original appropriation to 1,228. 
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Senator CLarK. Does that conclude your statement, Mr. Barnes? 

Mr. Barngs. Yes, sir. 

Senator SPARKMAN. Mr. Chairman, I must leave. I will leave my 
proxy with you in favor of reporting out the resolution. 

Senator CLark. Senator Beall. 

Senator Beaty. No questions. 

Senator CLARK. Senator Lausche. 

Senator Lauscue. I do not have the figures accurately of your 
employees. At least they do not add up. Can you tell me, Mr. Barnes, 
how many do you have in Washington? 

Mr. Hanna. Two hundred and forty. 

Senator Lauscur. How many in the field? 

Mr. Hanna. Seven hundred and thirty-two. 

Senator Lauscur. And you are asking for am increased number of 
what? Two hundred and eighty-two? 

Mr. Hanna. Senator Lausche, we would have to report the 282 
we asked for as an increase to our original authorized strength of 946. 
It has been necessary to ask the Bureau of the Budget to reapportion 
in anticipation of the supplemental which permitted us to start hiring 
against the estimated and requested supplemental. That is why our 
present em perme of 972 is in excess of the 946. 

Senator LauscHe. That is why I asked you. How many new men 
are you asking for, including the absorption of the excess ones you 
have? 

Mr. Hanna. It would come to a total of 1,228. 

Mr. Barnes. The direct answer to your question would be 256. 

Senator Lauscue. That is right. 

Senator CLark. Mr. Barnes, I would appreciate it if you could 
furnish us for the record of this hearing a little additional information. 

First, what do you estimate will be the gross dollar amount of 
additional applic: tions which you can process in the last 5 months of 
the current fiscal year? 

Mr. Barnes. May I give you a breakdown which will in part 
answer that? 

Senator Ciark. Surely. 

Mr. Barnes. Our estimated requirements are as follows: We 
estimate 700 applications to be filed per month, which will result in 
350 approvals of a $36,000 average loan. 

Senator CLarK. $36,000? 

Mr. Barnes. Yes, sir. $36,000 loan, which is the Small Business 
Administration’s share. 

Senator CLARK. So you anticipate 50 percent will be approved. Is 
that right? 

Mr. Barnes. Yes, sir. 

Senator CLark. That is in dollars as well as in numbers alone? 

Mr. Barnes. Yes, sir. It has been running a little higher than 
that. It has been running about 53 percent, but then we have a little 
cushion in this also. $12,600,000 times 6 months makes a total of 
$75,600,000. We have a backlog due to the fact that more applica- 
tions have been filed than we have had people to process them, so we 
hope in the next 6 months we can approve some of the loans and reduce 
that backlog. We estimate we may perhaps have 200 approvals at 
an average of $36,000, reducing the backlog by that much; and that 
would amount to another $7,200,000 in addition to the $75, 600,000, 
or a total estimated requirement of $82,800,000. 
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Senator CLark. Mr. Barnes, would you mind putting that table 
in the record? 

Mr. Barnes. I will be glad to. 

Senator CLARK. Thank you very much. 

(The table referred to follows:) 


Business loan authorization 


Estimated requirements: Millions 
700 applications per month resulting in 350 approvals at $36,000 
average (SBA share) = $12.66 months, equal_________- $75. 6 
Backlog reduction—} of '%:=400 applications, 200 approvals, 
$36,000__ : sec a eg ; x 4, 2 
Total estimated requirements 82.8 
Estimated available commitment authority: 
Balance Dec. 31, 1956 $12. 9 
Estimated principal repayments 6 months at $1.5 equal 9. 0 
Estimated cancellations 10 percent equal 8.3 
Total estimated available 30. 2 
Additional authority needed 52. 6 
Add: Reserve 12. 4 
Total increase requested 65. 0 


Senator CLrarKk. Would you also mind giving us for th» record your 
current definition of small business for the purposes of business loans? 

Mr. Barnes. May we furnish that? 

Senator CLark. You want to send that up later? 

Mr. Barnes. Yes, sir. 

Senator Crark. Fine. That may be submitted. 

(The information referred to will be found in the appendix to this 
hearing. ) 

Mr. Barnes. You asked me a question, Senator, which I said I 
would answer later, about the credit situation. 

Senator Lauscue. | oe we have in mind the same subject. 
You have enumerated in paragraphs 1, 2, 3, and 4 the reasons for 
the increased number of applications. I think Senator Clark asked 
you if there might not be a further reason, a tightening of the credit 
inclination of the banks. 

Senator CLark. Right. 

Senator Lauscue. Will you discuss that now? 

Mr. Barnes. I can only answer it the way I see it. I do not 
speak for the Federal Reserve bank or the Treasury on this. 

Senator CLARK. I assumed you would not. 

Mr. Barnes. But this data is available from the publie records. 
The loans of all commercial banks actually increased from $82,600 
million in December of 1955 to $89,600 million in November of 1956, 
an increase of roughly $7 billion in loans outstanding by commercial 
banks reporting to the Federal Reserve System. The loans of weekly 
reporting members of banks of the Federal Reserve System increased 
from $26 billion in December 1955 to $31,300 million in December 
of 1956, an increase in loans outstanding in the one year as compared 
to the prior year of $5,300 million, which is a considerable increase 
roughly almost 20 percent, I believe—18 to 20 percent. 

This indicates to me that commercial banks have been making 
loans in considerable volume, and even in an increased volume in 
1956 over 1955. 
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Senator Ciark. Is there any way of breaking down those loans as 
between small business and large business? 

Mr. Barnes. The banks do not keep a breakdown as between 
large and small business, but from our experience with commercial 
banks it is pretty clear that outside of the metropolitan centers— 
the large banks in metropolitan centers—most of the 16,000 banks 
in the country make most of their loans to smaller firms, and this 
increase is not confined to the metropolitan centers. 

So that there has been increased credit extended across the country, 
while the Federal Reserve banks or the Federal Reserve Board has 
applied anti-inflationary restrictions and hiked reserve requirements 
for member banks, and raised the discount rate, and also restricted 
purchases of short-term securities for banks in the open market. 

One could conclude from these figures that this has not restricted 
credit so much as it has prevented the further expansion of credit 
to meet this extraordinary demand. 

Senator CLark. What is your own opinion, Mr. Barnes, as to 
whether there is adequate credit available for the legitimate needs 
for small business today? 

Mr. Barnes. Senator, that is a $64 question. I say this: We have 
been lending at double the rate we did a year ago. It is quite apparent 
that the banks have loaned in increased amounts. The credit demand 
is extraordinary at the present time and it has been during the past 
vear. Many of the reasonable credit demands are being met. There 
are some also that are not being met. There are some expansion pro- 
grams that I would say cannot be financed and must be postponed. 

We have not had any alteration whatsoever in our lending policies. 
There has been no one who has told me to change our standards as to 
credit judgment, or to change the policy. As a matter of fact the 
limited loan participation plan was introduced a little over a year ago. 
We have made several other changes that have tended to make eligible 
people who were not eligible. So that, the actions of the Federal 
Reserve banks have not in any way restricted our credit policy. It 
has affected what has happened because, quite obviously, there has 
been an increase in the number of applications. In fact, about double. 

Senator Lauscue. On that point, is it not necessary to assume that 
inasmuch as you have twice as many applications, that there are 
therefore twice as many small businesses that cannot borrow in normal 
channels? 

Mr. Barnes. I think not, Senator. 

Senator Lauscne. You think not? 

Mr. Barnes. I would not say twice as many. 

Senator Lauscue. Their number has increased from 350 to 700 
over a period of a year. 

Mr. Barnes. Yes, sir, but I want to give you the answer from my 
point of view. 

Senator Lauscur. That is an increase of over 350 a month. 

Mr. Barnes. There are over 4 million small businesses in the 
country. And while our doors are open to anyone who wishes to 
come in, the figure of 600 or 700 loan approvals a month, an increase 
of 350 in the average filed per month, is not a great figure when you 
look at all of the businesses in the country. 

Senator Lauscne. You say your doors are open? 

Mr. Barnes. Yes, sir. 
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Senator Lauscuge. To whoever wants to come in? They are only 
open to those who cannot find open doors in private banks. 

Mr. Barnes. Yes, sir. 

Senator Lauscue. Therefore, the more than come to you the less 
there are who have open doors in private banks? 

Mr. Barnes. Yes, sir; that is true. But one would expect if the 
banks were refusing an increased number of borrowers that we would 
have a corresponding increase in the number of applications for 
direct loans. This is a curious thing. That has not taken place. 
We have had an increased number of applications, but they have 
been bank participation loans. In other words, the banks have 
brought in their customers and said, ‘this is a good loan.”’ It has 
proved that the quality of the loans have been somewhat better. 

So I cannot tell you, in all honesty, that I think it is twice as bad, 
or anything of that nature. 

Senator Lauscue. If you are getting more applications it results 
from one of two reasons: (1) There is not adequate credit in the 
normal channels; (2) the tightened policy has driven them to your 
institution. It must be one or the other. 

Mr. Barnes. Well, we are in a realm which is far beyond small 
business, and all I can do is just indicate to you—— 

Senator Lauscue. I am not taking exception with you but I am 
trying to get down to basic things. The very reason for the establish- 
ment of your institution was to give help where help was not available 
from any other source. 

Mr. Barnes. Yes, sir. 

Senator Ciark. Mr. Barnes, perhaps we could cut this short if 
you would give us on the rec ord what I know can only be your own 
opinion, and it is fallible as all of our opinions are fallible, but your 
opinion from where you sit as Administrator of the Small Business 
Administration on this question: Are there adequate credit facilities 
available for small business today, in the light of whatever 
qualifications you care to make? 

Mr. Barnes. I read a very good and fine statement that Mr. 
Martin—William McChesney Martin—made not long ago. My 
opinion would be that there has been a demand for credit that has 
grown, consistently grown, from month to month for the past several 
years. The credit advanced has also grown. If I understand the 
situation correctly, the credit available was unable to keep up with 
the increase in demands for credit. Therefore, there has been a 
leveling off in the amount of credit that was available. 

I ee say that all the businesses that wish credit are able to 
get i I do not think that is true However, I think there have 
ogg many expansions planned which need not be done now—which 
could be done in a year or so—and I do not see much evidence of 
concerns not having adequate credit to meet their day-to-day needs. 
Usually the ones we hear about are those which have a longtime 
expansion plan and the question is when to go ahead with it—now or 
at some future time. 

Senator CLark. Mr. Barnes, small-business failures are at an all- 
time high, are they not? 

Mr. Barnes. No, sir. 

Senator CLark. They are not? 

Mr. Barnes. They are not at an alltime high. There is an increase 
I think from about 42 per 10,000 firms a year ago in September and 
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there are now, or there were during 1956 about 48.6 firms per 10,000 
firms, or an increase of roughly 6 per 10,000 firms. These are Dun & 
Bradstreet figures available to the public and their reporting system 
covers only ‘about half of the firms in the country. That is con- 
siderably less than we will say the last year before the outbreak of 
world War II, at which time I think there were around seventy-odd 
per 10,000 firms. 

Senator CLarKk. Stated differently there are about 13,000 business 
failures a vear now. 

Mr. Barnes. Yes, sir. 

Senator CLark. That is the highest it has been since the end of 
World War IT, is it not? 

Mr. Barnes. Yes, sir. Of course, this is a curious thing. Business 
failures relate somewhat to scarcities, and that sort of thing, and of 
course I have been following those figures very closely. I hope the 
Congress will never charge me with the increase in failures, or any- 
thing of that sort, but Dun & Bradstreet reports the cause of failures 
and strangely enough the causes of failures are not lack of financing 
as one might suppose, or other things of that sort, but the great bulk 
of them—almost 90 percent of them as a matter of fact—are due to 
insufficient management, or inadequate management. 

I think that if there is a cause and effect you have to look at what 
causes them. 

Senator CLark. I do not want to put words in your mouth. Believe 
me, 1 do not. But is it a fair summary of your statement to say you 
are not particularly concerned at this time with the credit plight of 
small business insofar as you see it from the position you occupy? 
Please do not let me put words in your mouth. 

Mr. Barnes. No. Those words, I do not think I would accept 
because | am always concerned to see that businesses get the funds 
they need, and I am concerned to do the best possible job in the area 
in which we are working. I think there are many firms that are de- 
laying programs that would be important to them and to the economy 
if they could proceed with them. But this must be weighed against 
the possible inflationary effect of having everybody go ahead with all 
of their plans at the same time. 

I think we should be regarded as kind of an escape valve, or a safety 
valve where credit is restricted in some way. That is, it applies on a 
broad basis across the country. It may result in inequities—it may 
result in inequities to people who have projects started, or who are 
going to lose their competitive situation if they do not go ahead with 
the project. 

I think that the Small Business Administration should be regarded 
in the light of a release valve to which they can come, and those 
deserving cases get credit help from our program. 

Senator CLark. Mr. Barnes, I want to thank you very much for 
coming down here today and for your unfailing courtesy in answering 
our questions, and for the great ability with which you conducted 
yourself. I am wondering whether you think it necessary to call any 
of your other witnesses. 

Mr. Barnes. No, sir. 

Senator CLark. Senator Lausche, would you care to hear anybody 
else? 
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Senator Lauscue. Is there any phase of the subjects which we have 
thus far discussed where your men feel that they would want to offer 
something supplementing what you said? 

Mr. Barnes. I think not, sir. 

Senator Lauscun. I did not anticipate that there would be any. 

Mr. Barnes. I encouraged anyone who wished to testify in my 
place, but I do not think they are desirous of it. 

Senator CLark. Thank you very much, Mr. Barnes. The hearing 
is adjourned. 

(Whereupon, at 11:20 a. m., the subcommittee adjourned.) 
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Part 103—Smauui Business Size STANDARDS 
Sec. 
103.1 Purpose. 
103.2 Definition of Terms. 
103.3. Determination of Small Business for Government Procurement. 
103.4 Determination of Small Business for Financial and Other Assistance, 
103.5 Protest of Smal] Business Status. 
103.6 Appeals. 


AUTHORITY: Secs. 103.1 through 103.6 issued under Sec. 205 (b) (6), 67 Stat. 235, 15 U. S. C. 634 (b) () 
(Supp. IL, 1952), Interpret or apply Secs, 202, 203, 212 and 213, 67 Stat. 232, 233, 235, 238, 15 U, 8, C, 631, 
632, 641, 642 (Supp. II, 1952); See. 207 as amended, 69 Stat. 548, 15 U.S. C. 636 (Supp. III, 1952). 

On January 5, 1956, a notice of proposed rulemaking was published in the Federal Register (21 F. R. 79), 
relating to small business size standards. The following regulations are hereby adopted and are to be 
effective on January 1, 1957, 





Sec. 103.1 Purpose. This regulation establishes criteria and procedures to 
define and determine which concerns are “small business concerns” within the 
meaning of the Small Business Act of 1953, as amended (hereinafter referred to 
as the ‘‘Act’’). 

Sec. 103.2 Definition of Terms. 

(a) “SBA” means the Small Business Administration. 

(b) ‘Annual Dollar Volume, Annual Sales and Annual Receipts’? meaus the 
annual dollar volume, annual sales and annual receipts of a concern and its 
affiliates during its most recently completed fiscal year. 

(c) ‘‘Number of Employees,’ as used in the Act or referred to herein in con- 
nection with the determination of small business status, except as SBA otherwise 
determines in a particular industry or part thereof, means the quarterly employ- 
ment of the concern in question and its affiliates based (1) on the average number 
of employees reported for the preceding four quarters to the United States 
Treasury Department under the Old Age and Survivors Insurance Program; or 
(2) the number of employees as of the most recent quarterly report, whichever 
more correctly reflects the size of the concern in question. If a concern has not 
been in existence for a sufficient length of time to have made a quarterly report 
‘‘Number of Employees’’ means the average monthly employment of such concern 
and its affiliates during the period such concern has been in existence. 

(d) A concern is ‘‘Not Dominant in its Field of Operation’? when it does not 
exercise a controlling or major influence in an area of business activity. In de- 
termining whether dominance exists, consideration shall be given to all appro- 
priate factors including volume of business, number of employees, financial re- 
sources, competitive status or position, ownership or control of materials, pro- 
cesses, patents and license agreements, sales territory, and business activity. 

(e) ‘“‘Affiliates.”” Business concerns are affiliates of each other when either di- 
rectly or indirectly (1) one concern controls or has the power to control the 
other, or (2) a third party controls or has the power to control both. In deter- 
mining whether concerns are independently owned and operated and whether or 
not affiliation exists, consideration shall be given to all appropriate factors 
including common ownership, common management, and contractual relation- 
ships. 

(f) “Small Business Certificate’? means a certificate issued by SBA pursuant to 
the authority contained in Sees. 203 and 212 of the Act certifying that the holder 
of the certificate is a small business concern for the purpose of Government 
procurement and in accordance with the terms of the certificate. 

(g) ‘‘Certificate of Competency’? means a certificate issued by SBA pursuant to 
the authority contained in Sec. 212 (d) of the Act stating that the holder of the 
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certificate is competent as to capacity and credit, to perform a specific Govern- 
ment procurement contract. 

Sec. 103.3 Determination of Small Business for Government Procurement. 

(a) General Definition. A small business concern for the purpose of Govern- 
ment procurement is a concern that (1) is not dominant in its field of operation 
and, with its affiliates, employs fewer than 500 employees, or (2) is certified as a 
small business concern by SBA. 

(b) Status of Non-Manufacturer. Anyone who submits bids or offers in his 
own name, but who proposes to furnish a product not manufactured by said 
bidder or offerer is deemed to be a small business concern when (1) he is a small 
business concern within the meaning of Sec. 103.3 (a), above, and (2) he is a 
regular dealer as defined in the Walsh-Healey Public Contracts Act, and (3) in 
the case of a Government procurement reserved for or involving preferential 
treatment of small businesses or one involving equal bids, such non-manufacturer 
shall, in order to qualify as small business, furnish the product of a small business 
manufacturer or producer in the performance of the contract. 

(c) Status Through Certification. Any business concern may apply to the 
Regional or Branch Office of SBA nearest to such concern’s principal place of 
business for a Small Business Certificate. If the applicant, together with all its 
affiliates, is not dominant and is otherwise determined to be a small business in 
its field of operation, even though it has in excess of 500 employees, a certificate 
will be issued certifying that the applicant is a small business concern within the 
meaning of the Act. The holder of such a certificate will then qualify, subject 
to the terms of the certificate, as a small business concern for Government pro- 
curement purposes. If the applicant is dominant, even though together with all 
its affiliates it employs fewer than 500 persons, the application for a certificate 
shall be denied. 

(d) Status Through Representotion. In the submission of a bid or proposal on 
a Government procurement, a concern which meets the criteria of Sec. 103.3 (a) 
or (b), and which has not previously been denied small business status by SBA, 
may represent that it is a small business. In the absence of a written protest, 
such concern shall be deemed to be a small business for the purpose of the specific 
Government procurement involved. 

Sec. 103.4. Determination of Small Business for Financial and Other Assistance. 
A small business concern for the purpose of financial and other assistance (except 
procurement assistance) is a business concern, including its affiliates, which is not 
dominant in its field of operation and can further qualify under the following 
criteria: 

(a) Manufacturing: Any manufacturing concern is classified: 

(1) As small if it employs 250 or fewer employees; 

(2) As large if it employs more than 1,000 employees; 

(3) Either as small or large, depending on its industry and in accordance with 
the employment size standards set forth in Schedule ‘‘A’’ hereof, if it employs 
more than 250 but not more than 1,000 employees. 

(b) Wholesale: Any wholesale concern is small if its Annual Dollar Volume of 
Sales is $5,000,000 or less. Any wholesale concern also engaged in manufacturing 
is not a ‘‘small business concern”’ unless it so qualifies under both the manufactur- 
ing and wholesaling standards. 

(c) Retail: Any retail concern is classified: 

(1) As small if its Annual Sales are $1,000,000 or less; 

(2) As small if it is primarily engaged in making retail sales of general mer- 
chandise (including department stores and variety stores) or new and used motor 
vehicles or groceries with fresh meats and its Annual Sales are $2,000,000 or less. 

(d) Service Trades: Any service trades concern is small if its Annual Receipts 
are $1,000,000 or less except that any hotel or power laundry is small if its Annual 
Receipts are $2,000,000 or less. 

(e) Construction: Any concern primarily engaged in construction is small if its 
average Annual Receipts are $5,000,000 or less for the preceding three years. 

(f) Trucking and Warehousing: Any trucking and warehousing (local and long 
distance) concern is small if its Annual Receipts are $2,000,000 or less. 

(g) Taxicabs: Any taxicab concern is small if its Annual Receipts are $1,000,000 
or less. 

(h) Certificate of Competency: A concern which has been issued a Certificate 
of Competency is a small business concern for the purpose of SBA financial 
assistance. 

(i) Other Standards: If a concern is engaged in the production of a number of 
producis or the providing of a variety of services which are classified into different 
industries, the appropriate standard to be used is that which has been estab- 
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lished for the industry or activity in which ii is primarily engaged. If nos.and- 
ard for an industry o1 activity has been set out in this Regulation, a concern seek- 
ing a size determination should apply for a Small Business Certificate. 

Sec. 103.5 Protest of Small Business Status. 

(a) A bidder or offerer may, prior to award, question the small business status 
of the apparently successful bidder or offerer by sending a written protest to the 
contracting officer and to the SBA Regional Office for the region in which the 
apparently successful bidder or offerer has its principal place of business. Such 
protest shall contain a statement of the basis for the protest and available sup- 
porting facts. SBA will promptly notify the contracting officer of the date 
such protest was received and will advise the bidder in question that its size 
status is under review. 

(b) The contracting officer in a specific Government procurement may, prior 
to award, question the small business status of the apparently successful bidder 
or offerer by sending a written notice to the SBA Regional Office for the region in 
which the bidder or offerer has its principal place of business. Such notice shall 
contain a statement of the basis for such notice and available supporting facts. 
SBA will promptly notify the contracting officer of the date such notice was 
received and will advise the bidder in question that its size status is under review. 

(ec) The SBA will as soon as possible and within not more than 10 working 
days after receipt of a protest or notice investigate and determine’ the small 
business status of the concern and notify the contracting officer and the concern 
of its decision. 

Sec. 103.6 Appeals. Any concern which has been denied small business 
status by SBA may file an appeal with the Regional Office which issued the denial. 
The appeal must be in writing, signed by the applicant, and shall contain the 
basis therefor together with any new supporting facts. The Regional Director 
shall forward the appeal, together with his comments and appropriate files, to 
the Chairman, Size Standards Committee, Small Business Administration, 
Washington 25, D. C. 

The filing of an appeal shall not extend or in any other way modify the time 
limit for determinations as set forth in Section 103.5 (c) herein. 

WENDELL B. BaRNEs, Administrator. 

Dated: November 30, 1956. 





ScHEDULE A.—Employment size standards pursuant to sec. 103.4 (a) (3) 


| 
Employment size stand- 
; : : ard ! (number of em- 
Census classification code and industry ployees) 


APPAREL AND RELATED PRODUCTS 


2389 Apparel, n. e. ¢.2.______- vor 250 | 3 ae 
Se HA MIO a as onic iekk odin cnccs nintaddlancawadanke ike: testinal 250 | o 


NT Ne cin ctu at aetaalitan endian Sibu Skahnine awa aeons 250 | 

2331 Blouses and waists 
2394 Canvas products... ___- a aca tas Tne i 
Se eee, UOORIOE OINEE DOGRINOD go aia a ccs elie ni delete ein avaneioes 250 


) 
= 


2329 Clothing, men’s and boy’s, n. e. ¢ salad a UseBicpacnai ala Misr oc Nie a : 
2363 Coats, children’s ____ ai 7 * 250 S 
2342 Corsets and allied garments ss : 4 250 | a Z 
a a a a a re ae ea eis Sanne 250 |- . 
2361 Dresses, children’s j 250 | 

2334 Dresses, dozen price Bice : cantina eae delat oases hits nina oi Random 
2333 Dresses, unit price _- . i ioe cae doe panabe at eb... .-- at 

2398 Embroideries, except Schiffli-machine eae rare Sch ee 250 | sates 
Seat <eumbboiderias, Sali mach owe on win ces wee cen cn cee cece ceencecces BO swe pau: 
2371 Fur goods._.......-- oieincuiat dias iss we. pes 
2385 Garments, outer, waterproof___- ‘dg siti hunbaanndic ‘ os tacit 250 

2381 Gloves, dress, fabric and combination ; gees Sete 250 

2382 Gloves, work, fabric and combination wai ciindiiapiabine a ae with) 250 |__- | 

2388 Handkerchiefs pate D Seo aenins ; nédbignsaaneoca oe 250 |__- 

2326 Hat and cap materials tkpbnigte PaGt wkend eeeiete ae : 250 |_...-...] 

2325 Hat and caps, cloth, men’s and boy’s a , 250 | 

Se III SOAR oe 5 cc Sic ie il talline nina ee 250 | 

Ne Ee Sa ale ih ee ee ee er 


2323 Neckwear, men’s and boy’s.________- Si i es aed 250 
2338 Neckwear and scarfs, women’s 
2369 Outerwear, children’s, n. e. ¢ 


See footnotes at end of table, p. 32. 








26 


LOAN AUTHORITY FOR SMALL BUSINESS ADMINISTRATION 


ScuepuLE A.—Employment size standards pursuant to sec. 103.4 (a) (3) 


2339 
2384 






2336 
2812 
2311 
2335 
2383 
2399 
2396 








2209 
2842 
2852 
Om 1 


PRI, 


2871 
w79 
Nt 
2896 
2894 
2886 
2863 


IXG1 
2891 
2819 








3621 
3692 
3691 
3612 
3669 
3616 
3619 
3699 
3617 
3641 
3651 
3613 
3614 
3663 


Census classification code and industry 


APPAREL AND RELATED PRODUCTS—continued 


Outerwear, women’s, n. e. c 

Robes and dressing gowns 

Shirts, dress, and nightwear, men’s 
Shirts, work 

Skirts, women’s 

Suit and coat findings 

Suits and coats, men’s and boy’s 
Suits and coats, women’s 
Suspenders and garters 

Textile products, fabricated, n. e. c 
Trimmings and art goods 

Trousers, separate 

Tucking, pleating and hemstitching 
Underwear, men’s and boy’s 
Underwear, women’s and children’s 


CHEMICALS AND ALLIED PRODUCTS 
Acids, fatty 
Alkalies and chlorines 
Animal oils, n. e. c 
Biological product 
Botanical products 
Carbon black 
Chemical products, n. e. ¢ 
Cleaning and polishing preparations 
Color pigments, inorganic 
Cyclic (coal tar) crudes 
Explosives 
bertilizers 
t 
I 





ertilizers (mixing only) 
ders, Syntnetic 
Gases, compressed and liquefied 
Glue and gelatin 
Grease and tallow 
Gum naval stores (steam distilled) 
Hardwood distillation 
Ink, printing 
Inorganic chemicals, n. e. ¢ 
Insecticides and fungicides 
Medicinal chemical 
Oil mills, cottonseed 
Oil mills, linseed 
Oil mills, soybean 
Oil mills, vegetable, n. e. ¢ 
Oils and assistants, sulfonated 
Oils, essential 
Oils, marine animal 
Organic chemicals, n.e.c 
Paints and varnishes 
Pharmaceutical preparations 
Plastic materiuls__ 
Rubber, synthetic 
Salt 
Soap and glycerin 
Softwood distillation 
Tanning and dyeing materials, natural 
Toilet preparations 
Whiting and fillers 


ELECTRICAL MACHINERY 


Appliances, electrical ; 
Batteries, primary (dry and wet 
Butteries, storage 

C.rbdon and graphite products 
Communication equipment, n.e.c 
Electrical control apparatus - - 
Electrical industrial apparatus, n.e.c 
Electrical products, n.e.c- 
Electrical welding apparatus 
Engine electrical equipment 
Lamps, electric 

Measuring instruments, electrical 
Motors and generators 
*honograph records - 


See footnotes at end of table, p. 32. 
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ard ' (number of em- 
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250 


250 | 


250 
250 
250 
20 
250 
250 


2A0N 
2A) 
2A0 





50 
m0 


0) 


250) 


on) 
250 


250 


250 


500 


OO 


500 


500 


900 


500 


500 


500 


500 


500 
500 


500 


500 


1,000 


1 


l 


1 
i 


l 
l 


OOD 


On 


OOU 


000 


, WOO 


000 
, 000 


O00 


, 000 


, 000 
000 


, 000 
, 000 
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Employment size stand- 
|. ard ! (number of em- 
Census classification code and industry ployees) 


500 | 1,000 


250 


ELECTRICAL MACHINERY—continued 














3661 Kadios and related products : ‘ 1,000 
3664 Telephone and telegraph equipment | 1,000 
3615 Transformers -- 1, 000 
3662 Tubes, electronic 1, 000 
3631 Wire and cable, insulated 500 
3611 Wiring devices and supplies 500 
3693 X-ray and therapeutic apparatus - -- 500 | 
FABRICATED METAL PRODUCTS 
3491 Barrels, drums and pails, metal 500 
3443 Boiler shop products 250 
3494 Bolts, nuts, washers and rivets 500 
$421 Cutlery | 500 
3442 Doors, sash and trim, metal 250 
3465 Enameling and lacquering 250 
3467 Engraving on metal 250 
3424 Files 1, 000 
3471 Fixtures, lighting 250 
3431 Fixtures and fittings, metal plumbing 500 
3497 Foil, metal 250 | 
3466 Galvanizing 250 
3429 Hardware, n.e.c 250 
3439 Heating and cooking apparatus, n.e.¢ 500 
3499 Metal products, fabri 250 
3481 Nails and spikes 250 
3432 Oil burners 250 
i 3468 Plating and polishing 250 
3492 Safes and vaults 500 
3425 Saws and saw blades, hand 250 
3495 Screw-machine products 25 
3444 Sheet-metal work 250 
3463 Stampi metal 25 
3493 Steel spring 500 
3441 Structural and ornamental products 250 
3411 Tin cans and other tinware 1, 000 
3422 Tools, edge 250 
3423 Tools, hand, n.e. 250 
3496 Tubes, collapsible 250 
3461 Vitreous-enameled products 250 
3489 Wirework, n.e.< 250 
FOOD AND KINDRED PRODUCTS 
2042 Animal feeds, prepared - 250 
2052 Biscuit, crackers and pretzels 500 
2051 Bread and other bakery products 250 
2021 Butter, creamery 250 | 
2033 Canning and preserving, except fish 250 
2043 Cereal preparations 1, 000 
2022 Cheese, natural , 250 
2073 Chewing gum 500 
2072 Chocolate and cocoa products 500 
2071 Confectionery products 250 | 
2094 Corn products 1, 000 
2025 Dairy products, special 
2090 EF ges, liquid, frozen, and dried 
2032 Fish, cured 
2095 Flavorings 
2041 Flour and meal 
2045 Flours, blended and prepared 
2099 Food preparations, not elsewhere classified 
2037 Frozen foods 
2034 Fruits and vegetables, dehydrated 
2097 Ice, manufactured 
2024 Ice cream and ices 
2091 Leavening compounds 500 
2085 Liquors, distilled, except brandy 1,000 
2082 Liquors, malt 500 : 
2098 Macaroni and spaghetti 250 
2083 Malt 250 
2011 Meatpacking, wholesale 500 
2013. Meats, prepared 250 
2023 Milk, concentrated 250 | va 
2093 Oleomargarine ‘ 500 se 
2035 Pickles and sauces 250 | cieiieetaien 


See footnotes at end of table, p. 32. 
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2015 
2031 


2063 
2061 
2062 
2096 
2084 


2599 
2514 
2511 
2519 
2512 
2515 
2522 
2521 
2541 
2532 
2531 
2513 
2591 
2561 
2562 
2563 


3843 
3821 
3851 
3831 
3861 
3811 
3841 
3842 
3872 
3871 


3121 
3131 
3141 
3151 
3152 
3171 
3199 
3172 
3111 
3161 
3192 
3142 





Census classification code and industry 





FOOD AND KINDRED PRODUCTS—continued 


Poultry dressing, wholesale__________ 
Rice cleaning and polishing. -.._..._- 
Seafood, canned_____ a aca 
Shortening and cooking oils_____---- a 
Soft drinks, bottled__..___.._..__- stella 
a  enienam 
Sugar, raw cane_________ ence 
Sugar refining, cane_..____......._.. 5 
Vinegar and cider....................-.-. 
Wines and brandy.__- See oe 


FURNITURE AND FIXTURES 


Furniture and fixtures, not elsewhere classified __- 
House furniture, metal except upholstered 
House furniture, wood, except upholstered 
Household furniture, not elsewhere classified 
Household furniture, upholstered _ ; 
Mattresses and bedsprings_- 

Office furniture, metal. _-- 

Office furniture, wood_-_-- 

Partitions and fixtures- -- = 
Professional furniture ; zs 

Public building furniture -_- 

Reed and rattan furniture -- -- 

Restaurant furniture 

Screens, window and door 

Shades, window - 

Venetian blinds 


INSTRUMENTS AND RELATED PRODUCTS 


Dental equipment and supplies 
Measuring instruments, mechanical 
Ophthalmic goods- 

Optical instruments and lenses 
Photographic equipment 

Scientific instruments 

Surgical and medical instruments 
Surgical appliances and supplies -- 
Watcheases 

Watches and clocks 


LEATHER AND LEATHER PRODUCTS 


Belting, industrial leather 
Footwear cut stock - 

Footwear, except rubber 

Gloves, leather dress_-. 

Gloves, leather work-- 

Handbags and purses 

Leather goods, not elsewhere classified _ 
Leather goods, small os 
Leather tanning and finishing-__- 
Luggage. - i 
Saddlery, harness, and whips- 
Slippers, house 


LUMBER AND PRODUCTS, EXCEPT FURNITURE 


Baskets, fruit and vegetable 

Boxes, cigar 

Boxes, wooden (except cigar boxes) 

Cooperage 

Cooperage stock mills 

Excelsior mills 

Frames, mirror and picture - 

Lasts and related products _. 

Millwork plants 

Plywood plants 

Rattan and willow ware, not elsewhere classified 
Sawmills and planing mills, general_. 

Veneer mills- 
Wood preserving - 
Wood products, not elsewhere classified 
Wood products, prefabricated -- 


See footnotes at end of table, p. 32. 
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LOAN AUTHORITY FOR SMALL BUSINESS ADMINISTRATION 


ScHEeDULE A.—Employment size standards puruant to 


3593 
3564 
3571 
3531 
3563 
3562 
3519 
3511 
3522 
3551 
3567 
3569 
3582 
3581 
3599 
3542 
3579 
3532 
3554 
3592 
3566 
3555 
3561 
3586 
3585 
3576 
3589 
3583 


3550 © 


3568 
3552 
3543 
3541 
3521 
3565 
3572 
3584 
3591 
3553 


3954 
3991 
3981 
3963 
3984 
3955 
3982 
3942 
385 
3962 
392 
3941 
3994 
3950 
3912 
39:6 
3961 
3911 
3913 
3 52 
383 
3999 
3998 
3988 
3964 
3932 
3951 
3933 
3931 
3996 
3971 
3987 
3993 


See 


Census classification code and industry 


MACHINERY (EXCEPT ELECTRICAL) 


Bearings, ball and roller___ 

Blowers and fans 

Computing and related machines 

Construction and mining machinery 

Conveyors 

Elevators and, escalators _ -._ 

Engines, internal-combustion 

Engines and turbines, steam 

Farm machinery (except tractors) 

Food-products machinery 

Furnaces and ovens, industrial 

General industrial machinery, not elsewhere classified 
Laundry and dry-cleaning machinery 
Laundry equipment, domestic 
Machine shops 

Metalworking machinery, not elsewhere classified 
Office and store machines, not elsewhere classified 
Oilfield machinery and tools___ 

Paper-industries machinery g 

Pipe and fittings, fabricated “ = 
Power-transmission equipment 
Printing-trades machinery 

Pumps and compressors 

Pumps, measuring and dispensing - 
Refrigeration machinery- 
Scales and balances- : 
Service and household machines, not elsewhere classified 
Sewing machines 

Speeial industey machinery, not elsewhere classified - ____-. 
Stokers, mechanical 

Textile machinery - a 
Tools, cutting, jigs, fixtures, ete 

‘1'ouls, machine 

Tract ors 

Trucks and tractors, industrial wii 
Typewriters 

Vacuum cleaners 

Valves and fittings, except plumbers’ 2 
Woodworking machinery -_-.......--- 


MISCELLANEOUS MANUFACTURES 


Artists’ materials 

Beauty and barber shop equipment 
Brooms and brushes-__- 

Butt ns 

Candles ; 

Carbon paper and inked ribbons 

Cork products 

Dolls 

Fireworks and pyrotechnics 

Flowers, artificial ‘ 

Furs, dressed and dyed 

Games and toys, not elsewhere classified 
Hair work. 

Instruments, musical, not elsewhere classified 
Jewelers’ findings 

Jewelr” and instrument cases 

SI a aa arisen chip tag abepeneats esentelemetieulhneann tae 
Jewelry (precious metal) __-.-.....--..--- saniene 
Lapidary work----.-......---- ie shsichniasamaann scien 

Lead penci.s and crayons 

Matches ; 

\: iscelianeous products, not elsewhere classified 

M odels and patterns (except paper) 
Morticians’ goods 

Needles, pins, and fasteners 

Organs 

Pens and mechanical pencils 

Piano and organ parts 

Pianos 

Pipes, tobacco 

Plastics, products, not elsewhere classifie« 
Shades, lamp 

Signs and advertising displays 


footnotes at end of table, p. 32. 
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30 LOAN AUTHORITY FOR SMALL BUSINESS ADMINISTRATION 


ScHEpULE A.—Employment size standards pursuant to sec. 108.4 (a) (3) 


3914 
3989 
3990 
3997 
3949 
3953 
3995 
3943 


2661 
2671 
2651 
2674 
2691 
2612 
2641 
2699 
2694 
2611 
2693 


2931 
2932 
2991 
2992 
2951 
2999 
2911 
2952 


3334 
3352 
3331 
3351 
3313 
3321 
3322 
3361 
3323 
3391 
3332 
3399 
3359 
3339 
3341 
3393 
3312 
3392 
3333 


2782 
2781 
2789 


2732 





2794 
2792 
2761 
2783 
2711 
2721 
2793 
2751 
2741 
2791 


Census classification code and industry 


MISCELLANEOUS MANUFACTURES—continued 


Silverware and plated ware 
Small arms 

Small-arms ammunition 
Soda-fountain and bar equipment 
Sporting and athletic goods 
Stamps, hand and stencils 
Umbrellas, parasols, and canes 
Vehicles, children’s 


PAPER AND ALLIED PRODUCTS 
Bags, paper 
Boxes, paperboard 
Envelopes 
Fiber cans, tubes, drums, etc 
Paper and board, die-cut 
Paper and board mills 
Paper coating and glazing 
Paper products, converted, not elsewhere classified 
Pulp goods, pressed and molded 
Pulp mills 
Wallpaper 


PETROLEUM AND COAL PRODUCTS 


Coke ovens, beehive 

Coke ovens, byproduct - --- 

Fuels, briquets and packaged 
Lubricants, n.e.c 

Paving mixtures and blocks 
Petroleum and coal products, n.e.c 
Petroleum refining 

Roofing felts and coatings 


PRIMARY METAL INDUSTRIES 


Aluminum, primary 

Aluminum rolling and drawing- 
Copper, primary ------- 

Copper rolling and drawing 
Electrometallurgical products 
Foundries, gray iron 

Foundries, malleable iron 
Foundries, nonferrous 
Foundries, steel 

Iron and steel forgings 

Lead, primary 

Metal industries, primary, n.e.c 
Nonferrous metal rolling, n.e.c 
Nonferrous metals, primary, n.e.c 
Nonferrous metals, secondary 
Pipe, welded and heavy riveted 


Steelworks and rolling mills (includes 3,311 blast furnaces 


Wire drawing 
Zine, primary 


PRINTING AND PUBLISHING INDUSTRIES 


Blankbook making and paper ruling 
Bookbinding 

Bookbinding work, miscellaneous 
Book printing 

Books: Publishing and printing 
Cards, greeting . 
Electrotyping and stereotyping. 
Eneraving and plate printing 
Lithographing 

Looseleaf binders and devices 
Newspapers 

Periodicals 

Photoengraving 

Printing, commercial 

Publishing, miscellaneous 
Typesetting 


See footnotes at end of table, p. 32. 
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LOAN AUTHORITY FOR SMALL BUSINESS ADMINISTRATION 31 


ScHEDULE A.—Employment size standards pursuant to sec. 103.4-(a) (8)—Con 


Employment size stand- 
x ; 4 ard ' (number of em- 
Census classification code and industry ployees) 


| 500 | 1,000 
| 


250 


RUBBER PRODUCTS | | 


3021 Footwear, rubber___- : ors el Ne ase a sa ina at ee 
3099 Rubber industries, n.e.c : : ; seein 500 j_...- 
3031 Rubber, reclaimed ; . S00 }....- 
3011 Tires and inner tubes ae : san : rex 1, 000 


STONE, CLAY, AND GLASS PRODUCTS 









3291 Abrasive products : : 250 ae 
3292 Asbestos products coal 500 |__ 
3251 Brick and hollow tile 250 |... i 
3241 Cement, hydraulic : a rae. 
3265 China decorating for the trade 250 
3259 Clay products, structural, n.e.c 250 
3255 Clay refractories. __. : E sh 250 . 
3271 Concrete products 250 . at 2) 
3221 Containers, glass : --| 1,000 
3281 Cut stone and stone products 250 
3293 Gaskets and asbestos insulations : 7 500 }...-. 
3211 Glass, flat | 1,000 
3231 Glass, products of purchasea 250 f 
3220 Glassware, pressed and blown, n.e.c 500 
3294 Graphite, ground or blended ‘ BR tata : 
3272 Gypsum products a : 1, 000 
Lime 250 
Mineral products, nonmetallic, n.e.c ; 250 
Mineral wool 500 
Minerals, ground or treated 250 |_-- 
3297 Nonclay refractories 500 
3254 Pipe, sewer ‘ 250 
3261 Plumbing fixtures, vitreous x . 500 
3264 Porcelain electrical supplies 500 | 
3269 Pottery products, n. e. ¢ 250 
3206 Sand-lime products 250 
3298 Statuary and art goods 250 
3253 ‘Tile, floor and wall : 500 | 
3263 Utensils, earthenware food 500 | 
3262 Utensils, vitreous china food 500 | 
TEXTILE MILL PRODUCTS 
2273 Carpets and rugs, n. e. ¢c_- 250 
2271 Carpets, rugs and carpet yarns, woo]. __- 1, 000 
2298 Cordage and twine : | 250 
2256 Fabric, knit, mills | 250 
2241 + Fabric, narrow, mills | 250 
2295 Fabrics, coated, except rubberized _.- 250 | 
2233 =~Fabrics, ectt n broad woven | : ; 1,000 
2234 Fabrics, rayon and related broad woven_ .-- | 500 
2213 Fabrics, woolen and worsted 500 | 
2291 Felt goods, n. e. ¢ 250 ee 
2274 Floor coverings, hard surface 1, 000 
2255 Glove, knit, mills 250 
2281 Hats and hat bodies, fur felt | 250 
2282 Hats and hat bodies, wool felt | 250 | 
2283 Hats, straw 250 
2284 Hatters’ fur 7 250 
2251 Hosiery, full fashioned, mills ‘ 250 
2252 Hosiery, seamless, mills in 250 . 
2297 Jute (except felt) and linen goods 500 
2259 Knitting mills, n. e. ¢ 250 
2202 Lace goods 250 
2253 Outerwear, knit, mills 250 
2293 Paddings and upholstery filling 250 
2211 Seouring and combing plants 250 
2299 Textile goods, n. e. ¢ 500 
2261 Textile finishing, except wool 250 
2216 Textile finishing, wool 250 
2294 Textile waste, processed . 250 
Thread mills 500 
Underwear, knit, mills 500 
Yarn mills, e tt n system : 500 
Yarn mills, silk system. _- 250 
Yarn mills, wo 1, except carpet 500 
Yarn throwing mills 250 





See footnotes at end of table, p. 32. 
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ScHEDULE A.—Employment size standards pursuant to sec. 103.4 (a) (3)—Con. 


Employment size stand- 
ard ' (number of em- 
Census classification code and industry ployees) 


250 | 500 | 1,000 
ia 


TOBACCO MANUFACTURES 
2111 Cigarettes. _.......- aii | 1, 000 
te ee , 
2131 Tobacco, chewing and smoking 
2141 Tobacco, stemming and redrying 


TRANSPORTATION EQUIPMENT 
3721 Aircraft._. 
3722 Aircraft engines 
3729 Aircraft equipment, n. e. c 
3723 Aircraft propellers _ 
3732 Boat building and repairing 
3741 Locomotives and parts 
3751 Motorcycles and bicycles 
3717 Motor vehicles and parts : | 
3742 Railroad and streetcars | 
3731 Shipbuilding and repairing ore , : 
3716 Trailers, automobile - ; ' : 250 | 
3715 Trailers, truck_- : aa 250 
3799 Transportation equipment, n.e. c 250 


} 
| 
a. | 
3713 Truck and bus bodies 7 bey : | 250 


1 ‘The total number of employees listed for each industry includes all employees of affiliates. 
2 The abbreviation n. e. c. means not elsewhere classified. 


x 





